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DIRECTORS’ REPORT 
TO SHAREHOLDERS 


Your Directors are pleased to submit the consolidated financial statements for 
the Company's 114th year ended December 31, 1980, as reported on by the 
Company's auditors, Touche Ross & Co. 


FINANCIAL 

Sales in 1980 were $43,889,562 compared to $32,477,751 in the previous year, an 
increase of $11,411,811. Consolidated earnings for the year were $3,196,616 or 
$7.10 per share compared to $3,071,896 or $6.83 per share for 1979. 


During the year quarterly dividends of 50¢ per share were paid in March, June, 
September and December for a total of $2.00 per share. A quarterly dividend of 
50¢ per share was declared on February 17, 1981, payable March 15, 1981, to 
shareholders of record on February 28, 1981. 


The year ended with current assets of $13,318,389 and current liabilities of 
$10,121,071. Working capital was $3,197,318. The extensive capital program 
carried out in 1980 has resulted in a decrease in working capital from last year of 
$2,481,958. 


On July 2, 1980 a new subsidiary, Foothill Printers Alberta Ltd., in which the 
company owns a two-thirds interest, acquired the assets and business of Foothill 
Printers Limited, a leading financial printer in the Calgary area. These financial 
statements include the assets and liabilities of this new subsidiary for the first 
time, and the results of its operations from the date of acquisition. 


OPERATIONS 

The strong growth trend of the Company has continued through 1980, a year in 
which much has been accomplished to strengthen the Company for the years 
ahead. Our sales increased by 35% and covered a broader base of security 
products and security services than ever before. Earnings increased by 4%. 


Capital expenditures for the group of companies, including the purchase of 
goodwill, amounted to about $7,000,000. The expansion of our base of products 
and processes was a major factor in these expenditures. We also added to our 
plant facilities in Calgary, Winnipeg, Toronto and Ottawa to accommodate our 
increased volumes and to facilitate the introduction of new equipment. These 
programs -have had a significant effect on fixed expenses, depreciation and 
interest charges. 
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MARKETS 

The Company is the major supplier of security printing in Canada and through our 
regional locations we serve the needs of both business and governments from 
coast to coast. We are stepping up our efforts in the export markets and we are 
able to report important progress in this area. 


Last year we reported the addition of travelers cheques, motor vehicle 
registration forms, credit cards and access control systems to our product- 
service base. In 1980 we realized increased sales in each of these products. At the 
same time we further broadened our product base by obtaining orders for transit 
passes, secure admission tickets, engraved dual-encoded multi-part bank forms 
and multi-colour offset postage stamps. 


Our B A Bank Note Group of Companies is now the leading supplier of cheques 
and other bank forms for the chartered banks and credit unions across Canada, 
and is the nation’s largest supplier of credit cards. We continue to supply the 
unique requirements of the major authorized lotteries of this country. Our 
regional production facilities are a significant factor in allowing us to meet our 
many customers’ demands. 


SECURITY 

When our customers place orders with us for their printing requirements, they do 
so with full confidence that the security of their products and the confidential 
nature of their information will be maintained. Every year, new, improved 
security devices are added to the system. All procedures and audit controls are 
reviewed on a regular basis and upgraded as needed. In the various documents 
we print, the traditional steel engraved process still provides the basic protection 
against counterfeiting, and this is supported by the security added through good 
design, special inks and paper and other special techniques. 


APPRECIATION 
Mr. J.M:. Brady retired on February 15, 1980, having served the Company 
faithfully for 45 years. He had been Treasurer since 1965. 


On behalf of the Board of Directors, we would like to express our sincere 
appreciation for the loyal support of the officers and employees of our group of 
companies throughout 1980. The rapid growth we have experienced in recent 
years has placed extra demands on many of our personnel and they have 
responded in an able and willing manner. We continue to be grateful for the 
confidence placed in us by our customers and for the co-operation of our 
suppliers. 
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We are forecasting a further increase in sales volume in 1981. Our challenge is to 
continue to achieve satisfactory profit margins on these sales in a period of high 
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President 
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AUDITORS’ 
REPORT 


The Shareholders 
British American Bank Note Inc. 


We have examined the consolidated balance sheet of British American Bank 
Note Inc. as at December 31, 1980 and the consolidated statements of earnings 
and retained earnings and changes in financial position for the year then ended. 
Our examination was made in accordance with generally accepted auditing 
standards, and accordingly included such tests and other procedures as we 
considered necessary in the circumstances. 


In our opinion, these consolidated financial statements present fairly the financial 
position of the Corporation as at December 31, 1980 and the results of its 
operations and the changes in its financial position for the year then ended in 
accordance with generally accepted accounting principles applied on a basis 
consistent with that of the preceding year. 


TOUCHE ROSS & CO. 
Chartered Accountants 


Ottawa, Ontario 
February 12, 1981 
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CONSOLIDATED BALANCE SHEET 
AS AT DECEMBER 31, 1980 


ASSETS 
1980 T9793 

Current 

Accounts receivable $ 6,090,942 $ 5,082,641 

Income taxes recoverable 325,643 _ 

Inventories 6,770,122 5,705,210 

Other 131,682 143,058 

13,318,389 10,930,909 

Investments (Note 2) 119,551 81,662 
Property, plant and 

equipment (Note 3) 11,830,196 7,580,506 
Goodwill 1,215,977 609,702 


$26,484,113 $19,202,779 


On behalf of the Board: 
A. MURRAY VAUGHAN, Director 


KENNETH S. SARGENT, Director 


LIABILITIES 


Current 
Bank advances 
Accounts payable and 
accrued liabilities 
Sales taxes payable 
Income taxes payable 
Note payable 


Deferred income taxes 
Minority interest 


SHAREHOLDERS’ EQUITY 


Capital stock 
Authorized — an unlimited number 
of common shares 
Issued and fully paid — 
450,000 shares 


Retained earnings 


1980 1979 
$ 4,680,681  $ 1,859,495 
3,841,057 2,593,086 
599,333 346,867 

hee 452,185 
1,000,000 di 
10,121,071 5,251,633 
1,944,655 1,650,255 
109,342 288,462 
1,402,500 1,402,500 
12,906,545 10,609,929 
14,309,045 12,012,429 
$26,484,113 $19,202,779 
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CONSOLIDATED STATEMENT OF EARNINGS AND RETAINED EARNINGS 


FOR THE YEAR ENDED DECEMBER 31, 1980 


Sales 

Cost of sales 
Material 
Direct labour 
Variable overhead 


Manufacturing margin 
Fixed expenses 
Amortization of goodwill 
Depreciation 

Interest 


Earnings from operations 
Investment income 
Miscellaneous income 


Provision for income taxes 


Minority interest 
Earnings (loss) from equity investments 
Net earnings for the year (per share 
1980 - $7.10; 1979 - $6.83) 
Retained earnings, beginning of 
year 


Dividends paid (per share 
1980 and 1979 - $2.00) 


Retained earnings, end of year 


1980 1979 
$43,889,562 $32,477,751 
11,707,747 8,298,655 
6,065,443 4,498,697 
9,933,519 7,200,044 
27,706,709 19,997,396 
16,182,853 12,480,355 
9,205,833 6,313,265 
236,725 152,425 
1,884,026 1,240,888 
525,605 47,038 
11,852,189 7,753,616 
4,330,664 4,726,739 
100,000 110,052 
489,379 295,204 
4,920,043 5,131,995 
1,960,000 2,051,155 
2,960,043 3,080,840 
179,220 (3,274) 
57,353 (5,670) 
3,196,616 3,071,896 
10,609,929 __ 8,438,033 
13,806,545 11,509,929 
900,000 900,000 
$12,906,545 $10,609,929 
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CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 


FOR THE YEAR ENDED DECEMBER 31, 1980 


Source 
From operations 
Net earnings for the year 
Add amounts charged to earnings 
not requiring an outlay of funds 
Depreciation and amortization 
Deferred income taxes 


Less amounts credited to earnings 
not providing funds 
Minority interest 
Earnings (loss) from equity investments 


Application 
Dividends paid 
Purchase of fixed assets 
Purchase of goodwill 
Acquisition of subsidiary 


Decrease (increase) in working capital 
Working capital, beginning of year 
Working capital, end of year 


1980 1979 
$3,196,616 $3,071,896 
2,120,751 1,393,313 
294,400 228, 155 
5,611,767 4,693,364 
179,120 (3,274) 
37,889 (35,956) 
5,394,758 4,732,594 
900,000 900,000 
6,133,716 2,708,039 
843,000 i 
aH 1,000,000 
7,876,716 4,608,039 
2,481,958 (124,555) 
5,679,276 5,554,721 
$3,197,318 $5,679,276 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
DECEMBER 31, 1980 


1. Summary of accounting policies 
(a) Principles of consolidation 
The consolidated financial statements include the accounts of British 
American Bank Note Inc., continued under the Canada Business Corporations 
Act; and its subsidiaries. 


(b) Inventories 
Inventories are valued at the lower of cost (determined on a first-in, first-out 
basis) and net realizable value. 


(c) Investments 
Investments in companies over which the Corporation exerts significant 
influence are accounted for on the equity basis to reflect the change in the 
Corporation’s share in the equity of the investees. 
Investments in other companies are carried at cost and income from these 
companies is recorded only to the extent of dividends received. 


(d) Property, plant and equipment | 
Depreciation is provided on the straight line method over the anticipated 
useful lives of the assets as follows: 
Buildings 20-40 years 
Equipment and other 3-20 years 


(e) Goodwill 
Goodwill is amortized on the straight line method over five years which is 
considered to be its estimated life. 


(f) | Segmented information 
The Corporation is involved in one line of business — security printing and 
related services. 


2. Investments 1980 1 S79 
Equity in companies over which 
significant influence is exerted $ 37,889 $ _ 
Investments in other companies 81,662 81,662 


These investments are carried at their 
original cost. The Corporation's share in the 
undistributed net earnings of these 
companies for 1980 was approximately 
$623,000 (1979 - $590,000). 


$119,551 $ 81,662 


~ 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
DECEMBER 31, 1980 


3. 


Property, plant and equipment - at cost 


1980 1979 
Land $ 558,200 $ 258,200 
Buildings 4,278,661 2,770,624 
Equipment 16,746,477 11,737,208 
Other 644,650 1,449,774 
Total $22,227,988 $16,215,806 
Accumulated depreciation 10,397,792 8,635,300 


$11,830,196 $ 7,580,506 


Acquisition of subsidiary 

On July 2, 1980 a new subsidiary, Foothill Printers Alberta Ltd., in which the 
Corporation has a two-thirds interest, acquired the assets and business of Foothill 
Printers Limited for cash. 

Pension plan 

At April 1, 1980, the date of the last actuarial valuation of the Corporation’s pension 
fund, there was an unfunded past service liability of $118,000. This obligation is 
being funded as required by the Ontario Pension Benefits Act and charged to 
operations over the funding period. Operations for 1980 have been charged with 
$12,000 (1979 — $277,000). 

Related party transactions 

In the normal course of business, the Corporation participated in transactions with 
companies over which it exerts significant influence as follows: 


1980 1979 
Sales $240,000 $205,000 
Purchase of services 600,000 270,000 
Interest received 117,000 35,000 


At the year end accounts receivable included amounts due from these companies of 
$809,000 (1979 — $590,000). 

Lease commitments 

The Corporation is committed under the terms of operating lease contracts with 
various expiration dates for the rental of premises and equipment in the aggregate 
amount of $2,428,000 (1979 — $2,038,000). Annual lease payments in 1980 
amounted to $648,000 (1979 — $675,000) and for each of the next five years will be 
as follows: 


TIO) 5 os,.i0- ae eo BR tee $646,000 
1982... . . . PeeameE hia « $565,000 
TOGS.. 5 ..\. 2 see ee ee ee $474,000 
BOA. nas oie oan See TS $375,000 
(SS Ae 6 sehen ana $368,000 


Capital commitments 
At December 31, 1980 there were commitments for capital expenditures amounting 
to approximately $710,000. 
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Head Office and Plant 
975 Gladstone Avenue 


MONTREAL 


BRITISH AMERICAN BANK NOTE INC. 


Suite 629 
3 Place Ville Marie 


TORONTO 


ONTARIO BANKNOTE LTD. 


799 Islington Avenue 
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National Marketing Office 


11 Adelaide Street West, Suite 405 
SECURITY CREDIT SYSTEMS LIMITED 


201 Don Park Road 
WINNIPEG 


WINNIPEG BANKNOTE COMPANY LTD. 


100 Irene Street 
CALGARY 


ALBERTA BANKNOTE CO. LTD. 


105 - 58th Avenue South East 


FOOTHILL PRINTERS ALBERTA LTD. 


2626 - 12th Street North East 


VANCOUVER 


PACIFIC BANKNOTE LTD. 


188 Smithe Street 


SECURITY CREDIT SYSTEMS LIMITED 


1374 Venables Street 


ASSOCIATED COMPANIES: 


HALIFAX 


ATLANTIC BANKNOTE LIMITED 
60 Akerley Boulevard, Dartmouth 


MONTREA 


L 
YVON BOULANGER LIMITEE 


Head Office and Plant 
2325 Dandurand Street 


Bank Forms Division 


5625 Metropolitan Boulevard East 


OTTAWA 


B A SECURITY RESEARCH LTD. 


145 Loretta Avenue North 


PRODUCTS AND SERVICES 


GOVERNMENTS 

bank notes 

postage stamps 

revenue stamps 

bonds 

cheques 

passports 

treasury bills 

licences and registration 
forms 


LOTTERIES 

game design 

secure tickets 

advertising and promotional 
programs 

distribution systems 

validation systems 


CARD SYSTEMS 
credit/debit cards 
photo identification 
advertising specialties 
embossing/encoding 
data processing services 
secure mailing and 
distribution services 
access control systems 


BANK FORMS 
travellers’ cheques 
money orders 

bank drafts 
personalized cheques 
personalized deposits 
certificates of deposit 
letters of credit - 
settlement forms 
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CORPORATE 

share certificates 
bonds and debentures 
warrants | 
dividend cheques 
cash bonus coupons 
gift certificates 
promissory notes 
annual reports 
interim reports 
prospectuses 

trust deeds 
statements of fact 
proxies 
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